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3 Auvgust 1953

MEMORANDIM FOR: Acting Deputy Director {Administration)
SRJECT 3 Income Taxes for Covert Personnel

1. The gquestion of whether covart persomnel are obligated to
pay U. S, Federal Income Texes and, if so, how they can be peid
without iring security is s complex one, It bas deen exhaus-
tively with the Burcau of Internal Revenue in all it:
aspects. BSome ceses will have to be handled on an individusl basis
and will present difficulties until improved procedures now under
discussion are worked ocut with the Bureau of Internal Revenue.

It sesms clear, however, that staff employees and staff agents arc
at all times sudbjeet to U. S. Income Taxes. In mmny cases this
vill present no difficulty, but fn certain cireumstances special
procedures will bave to be worked out.

2. A book message on this subject was prepared in Deceuber
1952, but the expence invalved in such & cable message was pro-
hibitive. Consequently, in Januery s memorsndum to the same effect
was distributed to the covert branches for sppropriate instructions
to the field, (Coples of these papers are attached.) It is hoped
that this will take care of the tax situation for the future, but
in viev of certain specific cases which have come t0 our attention
ressntly you may wish to drav this gemeral question to the attention
of the Deputy Director (Plans), with the thought that he may want
to take additions]l administretive action to prevemt further herd-
ships on employees or expense to the Agency arising out of delsy
and weertainty in handling tax refwrns securely. In particular,
bhe may wish to assure thet the memorandum bas actually been forwarded
to the Field for all personnel involved.

3. This Office will be glad to essist and advise on specisl
zases &8 requasted, and, if there 1is doubt as to the method or
segurity of payment, we belleve owr relations with the Puresu of
Internal Rewvenue will provide a sstisfactory solution.

7
LAVRENCE R, BOUSTON
Geneyal Counsel
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